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R f We have: oonsrdered your apphmtion torl'reeogmhon of exempuon from federal moome tax i ; o

© . #under section 501(a) of the Intemal Revenue Code as an organization described in section.~ - ©.+' o
' {1501 e)7). Based on the information submii fed, we have. concluded that you do not qualrfy for ERRITRI
fexemphon under that sechon The basus for. our conclusron IS set forth below T T A AR

; "on. ﬁonned in the state of
pérating a social organization, -
5 to:offer alcoholic beverages io

e caokinig school is located iti a .
. _helrc beverages in your area C

i V‘rtually all of your members beoome members by takmg a ng. class offered by the
oookmg school. Members are entitled to consume alcoho

glasses of wine, whlletattendlng the dass |

C i i Your members are ‘not assessed regular fees or- dues lnstead membershlp is moluded as .
" partof the fee toiattend thie-cooking class.{Each person attending a cooking class is charged a " -
By fee to attend the class. -Of the total fee; for lthe class, S4Ebwill be used for. your operations. o
Members who do not wrsh to consume: aloohol are: s’dll charged the 5@ fce. .

You currently have two classes.of mqrbemhnp, charter and regular You indicate that both;

SR mernbers for a period: of one year;. however charter members are members indefinitely. Asof - - -
SRS “y 1 have -dlartermembers and, as off D you have D ..
;1. regular members.’ rter members are maintained bewuse the * - :;. R

everages. generally 2four ounce . o

classes share the same rights and priwleges| with the exception of term. Regular members are - ! .
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on ode.requirés:a minimum number of members to qualify fcjf?ih}a iss'uanée and
wal of your alcohol permit. | " | T
. . co v PR )

... Youhave two séparate written contractiial agreements with the grocery. store. Asub-leasé.
| idgreermient with the grocery-store that providesithat you will:pay rFent for uise.of the school while . "/
classeés are condicted computed at twenty-fiVe percent (25%) of your, manthiy:revenue for.

serving alcoholic beverages to your membeys; | A management service agreement.provides that.
'the-grocery store will manage, supefvise and'direct substantially all your-Operations for afeeof. . [ .
© i o 5%;of “gross receipts.”iAlso, the cost.of sﬁgpd employees and expenses are prorated and .
" “allocated based upon aifaction, the numerator of which is the amount of gross.sales:of total.”
.7+ 4icoholic; beverages service charges collected by you at the school and.the denominator of
. i jwhich'is the sum.of total food; rori-alcohblic beverage, gift, novelty, and other sales by the
| I'grocery store:plus total alcohoiic Béverages service charges:collected by-you.at the school.

I | Additionally, an. unwritten loan agreeiment exists between you and the grocery store as

oS

. l'evidenced by allability entry on your balance sheet. Terms;of the loan agreement are

P 1. g A

.+ 1 UnKnown.; " SR

! Section 501(¢)(7) of the internal Reventie Code exempts from fedefal income tax qualified

.. social clubs, which are:Ofganized for plegsuq';ez recreation, and other-nonprofitable purposes, Lo

. 'substantially all of the activities of:which areifor such purposes and no patt of the net eamings. " " ;

'} of whichinures to the benefit of any private shareholder. | - B

i, ) - e Lo S £ - "

41+ Section 1:504(c)(7) of the Income Tax Regulations proyidgs that génerally this tax - . :

" i exemption éxtends:to social and recreation: élilbs that-are supperted solely by membership fees, I

| .dues, andassessmentsi . i Dl BRI G

o iSettion 1.501(c)(7)-H(b) of the regl;:!atijot,'ts provides:that a club'which.engages in business, °

. i ‘stch-as.making:its social:and recreational fadlities available to the-general public or by selling -

' real-estate, timiber, or,other.products, s ngt;;ﬁ;};amg@ undergection o). - : o

P In Revenue Ruling 58-588, 1958, C.B, 265, an organization formed by several individuals - .. -
" b to ‘operate a health and recreational club, but whose predomiriant.activity is the selling of "

iservices for profit to an unlimited number of so-called members who hiave no voice in the -

©- ' 'management of the club and whose only.rights are to usethe club’s facliities upon payment of . .

. . specified fees, is not a;gocial club-under’section 501(c)(?).: ‘ . : R

11 Yolr primary function Is fo hold @ liquor ficense so that the grocery store can offer wine-to
1 -its.cooking school students in'a dry” area of the state. You have contracted with the grocery - °
. . . store to-pay rént, management fees and share costs based.on a fotal revenue percentage - - -
. formulia’; Memibership is based solely on taking a cooking class at the school as is'your source , ",
.- of revérue. Your name even infers a substantial.tie to the cooking 'school. Your activities are: .
i Tisointertwined with the for-profit activities of the cooking school that you primarily serve the
- busingss interests of the school rather than being primiarily organized for soclal.purposes.
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- .' Aeoordmgly, you do not qualnfy for, exemphon as an orgamza’non desenbed in séction

01(c)(7) of the Code and; you must file federal.income tax retums
You have the nght to pmtest this rullng rf ypu believe itis meorrect ‘To' protest, youshould ' -
,subm:tastatement of. your views. to this: ott‘:ce with a full.explanation of your reasoning. This -
. statement 'signed: by oné of your ofﬂcers ‘must be submitted within 30;days from the date of this
S %,atter You also have arighttoa. oonference tn this office after; your statemertt is submitted. .
L You mUSt request the:conference, f you want{ one, when youfile youf: protest statement." If you -
are 1o be represented by someone,who is:riof; ope of your officers;.that person will need tofilea .
roper-power of ; attomey and othenmse quahiy under our. Conferenoe and Practlces e

?R'equlrements - e

o

E lf we do not hearfmm you wﬂhm 30 days,: this ruhng w1ll beeome fi nal and a copy will be
forwarded ‘to the Ohic Tax Exempt and Government Entities (TE/GE) office. Thereatter, any ,

_ queehons about your federall income tax stamslshould be directed to that «office, either by calllng o
iB77-829-5500 (a toll:frée number) or sendmg; cpnespondence fo: Intemat Revenue Servroe SR
o TE!GE Customer Semce, P.O: Box 2508, Cmnnau OH 45201. : Lore e

U When sendlng addmonal Ietters to-us wnh respect to thls case. you will expedrte thelr:‘
recetpt by: usmg, the followlng address . ,

) InternatRe rue S ice . L

- T-EO: RA.T,4 RmaL3
‘4111 Constxtutlon Ave, NW
Washmgton D.C. 20224 ' [

vl tf you have any qlrestxons, please | contactthe person:, hese name and telephone number _: N

o are of hewn in the! head" j of thls Ietter S g o R T

o '?'-’"m—&ﬂdvm
SN o ', Gerald V.'Sack Ch
e : C . Manager, Exempt Orgamzatlons ’
v : Technml Group 4




